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Reasonablenursingcost,limits,andgroupingforrepresentative 
sampling are described in 114.2 CMR 5.09 (see Appendix 1). 

Retxesentative Sampling. For the purposes of computing the ceiling 
forreasonablenursingcosts,providersweregrouped by thre2 
geographicregionsreferredtoasNursingHomeReimbursement 

* Areas (NHRAs), as follows: 

(a) NHRA 1 = HSA 1; 

(b) NHRA 2 = HSA 2 and 5; and, 

(c) NHRA 3= HSA 3,4, and 6 


NHRAsarethreedistinctgeographicareasdesignatedby 

HSAs for the purpose of computing the limitation on reasonable 

nursing costs. The Commonwealth is divided into (6) Health 

Service Areas (HSAs) by the state Department of Public Health. 

HSA7 isWesternMass;USA2isCentralMass(Worcester 

region); HSA3 is Northeastern Mass; HSA4 is Greater Boston 

area;USA5isSoutheasternMass,includingCapeCod;and 

HSA6 is the North Shore area beyond Boston. 


Limitations. Allowable Nursing costs shall be limited to 110% of the 
claimedYear costs aMedian Basenursingincurredby 

representativesampleoffacilities. All claimedBaseYearnursing 
cost in excess of the facility's peer-group ceiling shall be excluded. 
Pediatricnursingfacilitiesshallnotbesubjecttothenursingcost 
limitations. The determination of reasonable nursing costs allowedin 
thecalculationofprospectiveratesfornursingfacilities,including 
limitations, is set forth in 114.2 CMR5.09 (4) (seeAppendix,l). 

In calculating allowable nursing costs, the facility's average cost per 

managementminuteshallbedeterminedbydividingtheclaimed 

1993nursingcostperdiembythefacility'saveragemanagement 

minutes score from the Case-Mix Data. To determine the ten case

mixadjustednursingperdiemamounts,thefacility-specificmean 

minutespercase-mixcategoryfromtheCase-MixDatashall be 

multiplied by 

the facility's allowable nursing cost per management minute.If the 

facility-specific mean minutes per case-mix category equals zero, the 

industry median minutes for that category shall be used. A copy of 
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the scale of minutes for the ten (10) Management Minute categories 
in effect beginning July 1, 1991 is attached as Appendix 2. 

Calculation of Allowable NursinG Costs for rates effective JANUARY 1I 

-1996. The calculation of the allowable nursing costs shall be 
computedaccordingtothecriteriasetforthabove.TheCost 
Adjustment set thisFactor forth in Section II. B. 3. of pla’n 
amendmentshallbeappliedtotheallowablenursingcosts.The 

’ costs shall then be further increased by 2.52%. 

Interest Equity5. Depreciation. and 

The allowable basis for fixed assets, and the calculation of allowable 
depreciation, interest and equity are described in 114.2 CMR 5.1 0, 
114.2 CMR 5.11 (Equity Allowance for Proprietary Providers), 1 14.2 
CMR 5.1 2 (Interest Expense), 1 14.2 CMR 5.1 3 (Depreciation) and 
114.2 CMR 5.14 (New Facilitiesand Major Additions)in Appendix 1. 

Costs and expenses used to calculate the prospective rate of payment shall 

beestablishedonthebasisofacomprehensivedeskaudit.Inaddition, 

whenever possible, the Rate Setting Commission will also conduct on-site 

fieldauditstoensuretheaccuracyofclaimsforreimbursementand 

consistency in reporting.Anyrecordnotproducedatthe request ofRate 

SettingCommissionduringanauditshallbedeemednottohavebeen 

maintained and therefore disallowed. 


E. RateLimitations 

1. MedicareUpperLimitof PAYMENT 

No weighted average prospective rate of payment established under 1 14.2 

CMR 5.00 et seq. (see Appendix 1) shall exceed the amount that can be 

reasonably estimatedto be paid for these services under Medicare 

principles of reimbursement. An adjustment will be made only to the extent 

the costs are reasonable and attributable to the circumstances specified 

under the Medicare principles and separately identified and verified by the 

provider. 


Rate2. Private Limitation 
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No prospective rate of payment established under 114.2 CMR5.00shall 
exceed the rate charged by the providerto private patients for the same or 
similar services and accommodations. The limitation shall not apply to that 
portion of prospective rates established for Patient Protector Receivers 
appointed pursuant to M.G.L. c. 11 1, 572M et seq. (see Appendix6)which 
reimburses for the Receiver's compensation and bond as determined under-114.2 CMR 5.17(8) (see Appendix 1). 

a. " MethodoloGY 

The Rate Setting Commission in calculating the private rate limitation 
shall: 

I. determinetheweightedaveragePublicly-Aidedpatient 

rate for the Base Year and compare it to the average private 

rate for the same period,as reported in the cost report for the 

BaseYear. 


ii. 	 If afacility'sweightedaverageprospectiverateforits 

Publicly-AidedPatientsisgreaterthantheaveragerate 

charged by the provider to private patients, the provider may 

producejustificationforsuchlowerrateforprivatepatients 

before the limitation is applied. Such justification shall include 

quarterlyManagementMinuteQuestionnairesforallprivate 

patients. If the provider can classify the private patients into 

one of the ten case-mix categories, the rate limitation will be 

the prospective rate for Publicly-Aided Patients as established 

by the Rate Setting Commission for that case-mix category 

ratherthantheweightedaveragerateforallPublicly-Aided 

patients. 


b. FailuretoMeettheRateLimitation 

along-term provider theWhen care fails to satisfy 

requirementforrateschargedtoprivatepatients,theRate 

Setting Commission shall multiply the difference between the 

weightedaveragerateforPublicly-AidedPatientsandthe 

averageratechargedtoprivatepatientsbythenumberof 

patient for discounted patients
daysthose private to 
determine the aggregate difference. 

F. Notice of ProposedRate 

T N :  96-02  
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G. 


H. 

TN: 96-02 

At least ten (10) days prior to scheduled Rate Setting Commission action 

certifying a prospective rate for a provider, a notice of the proposed rates 

and a copyof adjustments to the provider's base-year costs shall be sent to 

the provider. A provider may comment in writing on the proposed rates and 

anyadjustmentsduringtheperiodbetweennoticeandscheduledRate 

SettingCommissionaction. If additionaltimeisrequired to formulatea 

writtencomment,theprovidermayrequestinwritingapostponement df 

scheduledRateSettingCommissionaction.Inthecase of apreliminary 


rate pursuantprospective determined to 114.2 CMR 5.04(11) (see 
Appendix l ) ,  the ten (10) day comment period provided for in this section 
shall not commence until the Rate Setting Commission issues notice of the 
audited prospective rates. 

Retroactive ADJUSTMENTSto the Prospective Rates 

In general,theprospectiveratesshallnotbeadjustedretroactively. 

However,theRateSettingCommissionmayretroactivelyadjustthe 

prospective rates upwards or downwards under some circumstances. They 

include: 


1 .  accrued but unpaid expenses(1 14.2CMR 5.05(4)(m) (see Appendix 1 ) ;  

2. 	 errors in thecostreportsasrevealedbyauditfinding (1 14.2 CMR 
5.04(5)(see Appendix 1 ) ;  

3. mechanical errors (114.2CMR 5.17(1 ) (see Appendix 1 ); 

4. terminationofreceivership (1  14.2CMR 5.17(8)(seeAppendix 1);  

5. administrativeadjustments ( 1  14.2CMR 5.15) (seeAppendix 1 ) ;  and, 

6. lookbackprovisions (1 14.2 CMR 5.14(3)(seeAppendix 1 ) .  

ComDutationofPreliminawProspectiveRates 

Whereadeskauditforafacilityhasnotbeenperformedbeforethe 
effective date of prospective rates determined under1 14.2 CMR 5.04 (see 
Appendix l) ,  theRateSettingCommissionmayestablishpreliminary 
prospectiveratesforsuchfacilitybasedonbase-yearreportedcosts. 
Such rates shall remain in effect until the desk audit has been completed 
and shall thereafter be 

superseded by rates which reflect desk audit findings, if any. Rate Setting 

EFFECTIVE: 1/1/96 
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Commissionactiononpreliminaryprospectiveratestakenunder 1 14.2 
CMR 5.04 shallnotbesubjecttoappealunder 114.2 CMR 5.16 (see 
Appendix 1) .  

I. 	 DeterminationofReasonableCaPitalExpenditureforFacilitiesBuildinG in 
Urban Underbedded Areas -
For the purposes of establishingratesofpayment, specialprovisions,as 
defined in 114.2 CMR 5.10(6)(see Appendix l ) ,  will be utilized to determine 
Maximum Capital Expenditure for facilities exempt from the Department of 
Public Health Determination of Need process pursuantto its "Guidelines for 
Determination of Need Exemptions for long Term Care Beds Constructed in 
Urban Underbedded Areas". 
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Cost111. General PrinciPles 

For rate setting purposes,a cost must satisfy, at a minimum, the following criteria: 

(a)Thecostisordinary,necessaryanddirectlyrelatedtothecareofpublicly -aided patients; 
(b)thecostadherestotheprudentbuyerconcept; 

(c) the cost is for goods or services actually provided in the nursing home; 

and, 

(d)thecosteffectoftransactionsthathavetheeffectofcircumventingthese 


rulesarenotallowableundertheprinciplethatthesubstanceofthe 
transaction shall prevail over form. 

Expensesallowedinthecomputation of casemixratesofpaymenttonursing 
facilities, and limitations and disallowances thereof are set forth in114.2 CMR 5.05 
(2)through 114.2 CMR 5.14 (4) (see Appendix1). 

A. PrinciplesGoverninGCost SPLITTING 

Any cost which is split across two or more accounts on the cost report(s) 

shall be supported by adequate documentation. Adequate documentation 

for personnel costs that are split shall be defined as follows: complete and 

detailedtimerecordssuchastimecards or sheets,recordedonan 

individual basis, and supporting the splitting of the personnel costs among 

theaccounts;aswellasworkschedulesandjobdescriptions.Each 

accountimpactedbysuchcostsplittingshallbeidentifiedandthecost 

splitting fully explained in the Footnotes and Explanation schedule of the 

costreport.Costsplittingofcertainaccountsisprohibitedasnoted 

throughout these regulations. 


B. PAYMENTSto PartiesRelated 

Expensesotherwiseallowableshallnotbeincludedforthepurposedof 

determiningperdiemrateswheresuchexpensesarepaidtoarelated 

party, as defined in 114.2 CMR 5.02 ( attached as Appendix I), unless 

the provider identifies any such related party and expenses attributable to it 

inthereportssubmittedanddemonstratesthatsuchexpensesdonot 

exceedthelowerofthecosttotherelatedpartyorpriceofcomparable 

services, facilities or supplies that couldbe purchased elsewhere. 
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C.ServicesofNon-PaidWorkers 

net of of persons positionsThe valueservicesnon-paid occupying 

customarily held by paid employees who perform such services on a regular 

basisasnon-paidmembersofreligiousorotherorganizationsshall be 

allowable for reimbursement subject to the requirements set forth
in subject-to 114.2 CMR5.05(3) (b) (see Appendix 1). 

D. CostsNon-Allowable 

Non-allowable costs for the calculation of prospective nursing facility rates 
include those listed at 114.2 CMR5.05 (4) (see Appendix1). 

E. CostsofDirectServicesandSupplies 

Medical Supplies and services as described in 114.2 CMR 5.05(5)(a) (see 
Appendix 1) shallnotbeincludedinthecalculationofrates.Wherethe 

of costs more and forinclusionsuch are efficient practicablethe 
establishment of fair, reasonable and adequate ratesall or a portion of such 
costsmaybeallowed, under contractual conditions, forcertifiedlong
term care nursing units of acute and chronic care hospitals. 

but ExpensesF. Accrued Unpaid 

When a provider fails to pay expenses which have been accrued at year 
end for more than one hundred twenty (120) days and which have been 
included in the prospective per diem rates, the Rate Setting Commission 
may adjust the prospective downward to reflect only those costs that have 
been paid, except for vacation and sick time accruals in accordance with 
114.2 CMR 5.05(4)(m) (see Appendix1). 

G. LimitationonRentalandLeaseholdExpenses 

A nursingfacility'sreasonablerentalandleaseholdexpensesforland, 

buildingandequipmentshallbeallowed,butlimitedtothelower of: 

average or costscomparable or
rentalownership of providers,the 
reasonableandnecessarycostsoftheproviderandlessorwhichshall 
include interest, depreciation, real property taxes and property insurance. 
ProprietarylessorsmaybeallowedareturnonAverageEquityCapital 
relative only to the nursing facility, if it would have been allowed had the 
provider owned the facility. Rental and leasehold expenses incurred by the 

T N :  96-02 HCFA c 'i . . 0' ... ,"$ EFFECTIVE: 1/1/96 
SUPERSEDES: 95-11 REVISION:APPROVAL: 7-17-00 



4.1-19- Attachment 9-0(4) 

nursingfacilityforitemswhicharenotphysicallylocatedinthenursing 
facilityshallnotbereimbursedasfixedandshallbecoveredbythe 
Administrative General Providers rentleaseand Allowance. who or 
incidental office equipment which is located at the facility shall have such 
rent allowed as a reasonable operating cost subject to the prudent Buyer 
Concept provided that such rentalis necessary and contributes to provider-efficiency. 

H. RentBasedonIncome. 

Additional rental payments or charges based upon receipts or income shall 
not be considered as additional rental expense. 

I. EMPLOYEEBenefits. 

The provider's contribution of Generally Available Employee Benefits shall 
be deemed an allowable cost if the benefits meets the requirements for a 
Generally Available Employee Benefit as set forth in 1 14.2 CMR 5.05 (8) 
(see Appendix 1). 

J. PensionPlans 

Reasonable and necessary expenses incurred by a provider relating to a 

pension plan shall be included as a Generally Available Employee Benefit 

subject to all the provisions of 114.2 CMR 5.00,including the reasonable 

cost limits set forth in 114.2 CMR 5.00. To be reimbursed, pension plans 

must provide for either fixed, determinable amount to be contributed by the 

employer onaregularbasis orforafixed,determinablebenefittobe 

received by the employee at retirement. Pension plan costs also be subject 

to the provisions set forth in 114.2 CMR
5.05 (9)(see Appendix 1). 

IV. NewFacilitiesandMaiorAdditions 

A. 	 NewFacilitiesandMajorAdditionswhichbecomeoperationalafter July 1 of 
therateyearshallhavetheirratesbasedupontheprojecteddataas 
described in 1 14.2 CMR 5.14(1) (see Appendix 1). These rates will remain 
in effect to the endof the first rate year. The rates for the second rate year 
will be based on the same projected cost data, but shall be set based upon 
the ceilings and limitations in effect for the new rate year. 

6. 	 New FacilitiesandMajorAdditionswhichbecomeoperationallessthansix 
months prior to the beginning of a new rate year shall have their new rate 

T N :  96-02 - .  EFFECTIVE: 1/1/96
'd REVISION: 7-17-00SUPERSEDES: 95-11 



of  

-20- Attachment 4.19-D(4) 

year prospective rates calculated from the projected data as described in 
114.2 CMR 5.1 4(1)(see Appendix 1), using the ceilings and limitations in 
effect for the new rate year. 

C.CapitalAllowanceforNewFacilitiesandMaiorAdditions.Facilitieswhich 
open in 1996 or add a substantial capital expenditure, as defined in 114.2 
CMR 5.15 (l)(a) (seeAppendix 1,) or major addition in 1996 shall receive 
a allowance in lieu all costs, interest,capital capital including 
depreciation,returnonequityallowance,buildinginsuranceandreal 
property taxes, except that the Capital Allowance shall not be applicable to 
the owner of an approved Determination of Need or a final plan approval 
datedpriortoJanuary 1, 1996 forimprovementsmadeor to be made 
pursuant to the Department of Public Health’s regulation105 CMR 150.017 
(A) (see Appendix 7). If the owner of an approved Determination of Need 
orfinalplanapprovaltransferstherightsundersuchapprovalafter 
December 31,1995, theCapitalAllowanceshallbeapplicable,unlessa 
Notice of Intent to Acquire was filed with the Department of Public Health 
prior to December31, 1995. 

For rates effective January 1, 1996, the allowance shall be set at $5.61 per 
diem.However,transitionperiodallowancerulesapplyforrateseffective 
January 1, 1996. Any facility that has base year capital cost per diem that 
isgreaterthantheallowanceof $5.61 perdiem,thecapitalallowance 
shallbethelowerof$13.40or$5.61plus 75% of thedifference 
between the facility’s base year capital cost per diem and $5.61. Any 
facility that has base year capital cost per diem that is less than the 
allowanceof$5.61perdiem,thecapital all0wanceshallbethe 
facility’scapitalcost perdiemplus 30% of thedifferencebetween 
$5.61 and the facility’s base year capital cost per diem. 

V. AdministrativeAdjustmentstoProspectiveRates 

A nursinghomewith a prospective rate of payment may apply for discretionary 

administrative adjustment of the rate for any of the reasons, subject to conditions 

and limitations, specified in 1 14.2 CMR 5.15 (seeAppendix 1). Upon receipt of 

suchrequest,theRateSettingCommissionshallnotifytheDivisionofMedical 

Assistanceoftheprovider’sstatedfinancialhardship.TheDivisionofMedical 

Assistancemaysubsequentlyassesstheneedforthefacilitytoremainasa 

participant in the Medicaid program should the request be denied and
it may begin 
all necessary preparations for transferring publicly-aided patients. 

VI. Appeals 
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A. STATUTORYBasis 

Any provider aggrieved by a rate of payment established pursuant to114.2 
CMR 5.00 et seq. (see Appendix 1) may file an appeal with the Division of 
AdministrativeLawAppeals,establishedunderM.G.L.c. 7, 54H (see 
Appendix 3), within thirty (30) calendar days of the filing of any such RATE 
withthestatesecretary.Appealshereundershall be governedbythe 
provisions of M.G.L. c. 6A,$36 (see Appendix4). 

onB. StandardAppeal 

On appeal, the validity of any rate established fora provider shall be judged 
solelyonthebasisofitsconformitywiththeprinciplesgoverningthe 
determination of rates contained in114.2 CMR 5.00(see Appendix1). 

C. AppealPendina 

The pendency of a proceeding or hearing may not be construed to prevent 

the Rate Setting Commission from redetermining a rate of payment for any 

reasontheRateSettingCommissionmayconsiderappropriateunder 

M.G.L. c. 6A, $531-46 (see Appendix 4), and the Rate Setting Commission 

shall have the right to request information pursuant to 114.2 CMR 5.03(6) 

and 5.04(5)notwithstandingthependencyofanysuchproceedingor 


The ratehearing.Provider'sdeterminedRateas the Setting 
Commission under 114.2 CMR 5.00et seq. (see Appendix 1) shall apply in 
the meantime. 

VII. SpecialProvisions 

A. MechanicalErrors 
Where an error has been made in computing a provider's rate under 114.2 
CMR 5.00 et seq. (see Appendix 1) and the error is the result of a purely 
mechanicalerrorbytheRateSettingCommission,theRateSetting 
Commission shall recompute and recertify a rate. 

B. RateforInnovativeandSpecial PROGRAMS 

TheDivisionofMedicalAssistancemaycontractforspecialand/or 

innovative programs to meet special needs of certain patients which are not 

ordinarilymetbyexistingservicesinnursingfacilities.Currently,these 

programs include programs for patients with traumatic brain injury, AIDS, 
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mental illness and medical illness (MIMl's), technologic dependency, anNor 
other conditions requiring heavyor unusual care notusually provided
in nursing facilities. 

A provider who seeks to participate in an innovative and special program 

mustcontractwiththeDivisionofMedicalAssistancetoprovidespecial 

careandservicestodistinctcategoriesofpatientsdesignatedby th'e 

Division of Medical Assistance. This is usually done through a Request for 

ProPosals bytheDivisionofMedical Assistance for special or innovative 

programstoaddressspecialneedsofcertainpatientswhicharenot 

ordinarily met by existing services
in nursing facilities. 

Reimbursementundertheinnovativeandspecialprogramsmaybe 

calculated based on the added allowable actual costs and expenses which 

must be incurred (as determined by the Division of Medical Assistance) by a 

providerconnectionwith program. still
in that However, it mustbe 
consistentwiththepaymentmethodologyestablishedforlong-termcare 
facilities. The provider must verify that such itemsor services are furnished 
because of the special needs of the patients treated as contemplatedin the 
contractwiththeMedicalAssistanceProgram,andthatsuchitems or 
services are necessary in the efficient delivery of necessary health care. 
Thesecosts will beaddedasanincrementtothefacility'sratein 
establishing a rate for an innovative and special program. In the event that 
the special program is located within a special unit, the remaining costs of 
theunitareto beintegratedintothecostreport(RSC-1)fortheentire 
facility. 

A facilitythathasrecentlyconvertedfromafacilityprovidingnon-acute 
hospitalservicesto afacilityprovidingnursingfacilityservicesmaybe 
reimbursed as a special program. In order to be considered as a special 
program, such a facility must agree to provide, or arrange and pay for, all 
Medicaidcoveredservices,excepthospitalservices,toall ' Medicaid 
recipientsthatareresidentsofthefacility.Thereimbursementtosuch 
facilities shall be a per diem rate which shall be the facility's regular case 
mix rates with an add-on which shall be based on the reasonable costs of 
providing the goods and services beyond those required to be provided by 
nursing facilities. 

A provider whose resident population primarily and consistently consists of 
high-acuity high-nursing need residents such that the aggregate need of the 
entire population requires a staffing level significantly greater than a typical 
nursing facility may be reimbursed as a special program, in which case the 

TN: 9 6 - 0 2  HC FA EFFECTIVE: 1/1/96 
SUPERSEDES: 95-1 1 REVISION: 7-17-00 



(i)  

Attachment  -234.19-D(4) 

increment added to the facility's rate may applyto all residents of the facility 
and will be calculated based on allowable costs associated with the higher 
care needs of the patients. In order to be eligible for reimbursement under 
this paragraph, a nursing facility must meet each of the following criteria: 

least percent (90%) of its must(1) 	 at ninety residents have 
Management Minute ("MM") scores that fall in either MM category9 
or10 and at least seventy-five percent (75%) of its residents must 

* 	 have MM scores that fall in MM category 10; orJii) the facility must 
beaformeracutehospitalthathasundergoneconversiontoa 
nursingfacilityundertheauspicesoftheMassachusettsAcute 
Hospital Conversion Board: and, 

(2) 	 the mean MM score for all residents of the facility in MM category 10 
must be at leastfifteenpercent(15%)higherthantheminimum 
score needed to quality for MM category 10; and, 

(3) thefacilitymustbeageriatricnursingfacility. 

C. FacilitiesthatareConvertinG toAssistedLivinG PROGRAMS 

Forfacilitiesthatareidentified,inwriting,bytheDivisionofMedical 

Assistance for treatment under this provision, the Rate Setting Commission 

shallundertakeanyand all ratedevelopmentandcertificationactionas 

deemed necessary and appropriate after consultation with the Division of 

Medical Assistance. 


D. Information(1) Bulletins 

Rate Commission from to issueThe Setting may, timetime, 

informationbulletinsinterpreting or clarifyingprovisions, of 114.2 

CMR 5.00 (see Appendix 1). Such bulletins shall be deemed to be 

incorporated in the provisions of 114.2 CMR 5.00and shall be filed 

with theMassachusettsSecretaryofState,shall be distributedto 

providers, and shall be accessible to the public at the Rate Setting 

Commission's officesduringRateSettingCommissionbusiness 

hours. 


(2)PubliclvAidedPatientsinLonGTermCareFacilitiesinStatesOther 
than Massachusetts 

When a publicly aided patient is placedin a long term care facility in 
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a state other than Massachusetts, the Division of Medical Assistance 
shall pay the per diem rates paid by the statein which the facility is 
located. 

E. 	 ReimbursementofaReceiverAppointedUnderM.G.L.c.111572Metseq. 
(see Appendix6) -
The prospective rates of a facility will be increased by an appropriate per 
diemamount toprovidereasonablecompensationtoareceiver.Such 
reimbursement is described in 114.2 CMR5.17(8) (Appendix 1). 

F. UseandOccuPancvAllowanceforCertainNon-ProfitProviders 

The per diem rates of non-profit providers, shall reflect the cost of use and 

occupancyofnetallowablefixedassets.Suchuseandoccupancyper 

diem allowance shall be calculated by the formula and method expressed in 

1 14.2 CMR 5.1 1 (see Appendix 1) and divided by three. This allowance will 

be added to the calculation of per diem rates of otherwise eligible non-profit 

providers provided that they have maintained public occupancy of at least 

seventy percent (70%). This section will only be applied to those facilities 

which meet the criteria set forth in 1 14.2 CMR9 (2) (see Appendix 1). 


G. 	 Review and APPROVAL ofRatesandRateMethodoloGY By TheDivision of 
Medical Assistance 

PursuanttoM.G.L.c118E, 513 (seeAppendix5)theDivisionofMedical 
Assistance shall review and approve or disapprove, any change in rates or 
in ratemethodologyproposedbytheRateSettingCommission.The 
Division of Medical Assistance shall review such proposed rate changes for 
consistency with statepolicyandfederalrequirements,andwiththe 
available funding authorized in the final budget for each fiscal year prior to 
certification of such rates by the Rate Setting Commission; provided that, 
theDivision of MedicalAssistanceshallnotdisapprovearateincrease 
solelybasedontheavailabilityoffunding if theFederalHealthCare 

Administration written thatFinance provides documentationfederal 

reimbursement would be denied as a result of said disapproval and said 

documentationissubmittedtotheMassachusettsHouseandSenate 

CommitteesonWaysandMeans.TheDivisionofMedicalAssistance 

shall,whenever it disapprovesarateincrease,submitthereasonsfor 

disapproval
Rate Commission withthe Setting togethersuch 
recommendationsforchanges.Suchdisapprovalandrecommendations 
for changes, if any, shall be submitted to the Rate Setting Commission after 
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theDivisionofMedicalAssistance isnotifiedthattheRateSetting 

Commission intends to propose a rate increase for any class ofprovider 

under Title XIX but in no event later than the date of the public hearing held 

by the Rate Setting Commission regarding such rate change; provided that 

no ratesshalltakeeffectwithouttheapprovaloftheDivisionofMedical 

Assistance.TheRateSettingCommissionandtheDivisionofMedical 

Assistance shall provide documentation on the reasons for increases
in a6y 
classofapprovedratesthatexceedthemedicalcomponentofthe 
consumer price index to the Massachusetts House and Senate Committees 
onWaysandMeans.TheRateSettingCommissionshallsupplythe 
Division of Medical Assistance with all statistical information necessary to 
carryouttheDivision'sreviewresponsibilitiesunderthisSection.Not 
withstandingtheforegoing,saidDivisionofMedicalAssistanceshallnot 
review,approve, or disapproveanysuchratesetpursuanttoChapter 
Twenty-Three of the Massachusetts Acts of Nineteen Hundred and Eighty-
Eight. 

If projected	paymentsfromratesnecessarytoconform to applicable 
of estimatedthe ofrequirementstitle XIX are by DivisionMedical 


Assistance to exceed the amount of funding appropriated for such purpose 

in the budget for such fiscal year, the Division of Medical Assistance and 

theRateSettingCommissionshalljointlyprepareandsubmittothe 

Governoraproposalfortheminimumamountofsupplementalfunding 

necessary to satisfy the requirements of the State Plan developed by the 

DivisionofMedicalAssistanceunderTitle XIX oftheFederalSocial 

Security Act. 


H. LeqislativeMandateforRateRelief 

A nursinghome(i)withrateofpublicutilization,consistingofMedicare, 
Medicaid and Commission for the Blind patients,of ninety percent or more, 
(ii)locatedintheserviceareaofafederallydesignatedsolecommunity 
hospital, and (iii) with more than 10% of its variable costs and nursing costs 
disallowed by the Rate Setting Commission pursuant to 114.2 CMR5.00 or 
anysuccessorregulation,shallhaveallofitsvariablecostsandnursing 
costsrecognizedbytheRateSettingCommissionanditsMedicaidrate 

The Setting adjustadjustedaccordingly. Rate Commissionshall the 

prospective rates for any such nursing home that meet the aforementioned 

criteriafortheratesthatwereeffectiveJanuary 1, 1994andforeach 

succeeding rate year that such nursing homes comply with aforementioned 

criteria.Theamountofvariablecostsandnursingcostsrecognizedas 

allowable by the Rate Setting Commission for any rate for a nursing home 
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shall be limited to an amount that will not increase costs to the Medical 

Assistanceprograminanamountgreaterthatthreehundredthousand 

dollars. 


Any nursing home transferred to a new owner in 1992 shall be entitled to 

elect to have the costs reported by the prior owner for calendar year
1991 
as base year costs for the determination of prospective rates establishedUy 
the Rate Setting Commission under 114.2 CMR 5.00 for rates in effect in 
1994 and to use said base year costs for rates any subsequent rate year for 
which the Rate Setting Commission uses 1992 as a base year. The Rate 
Setting Commission shall trend said costs forward fot' inflation using a cost 
adjustment factor of nine and fifty-seven hundredths percent (9.57%). The 
Rate Setting Commission shall determine allowable nursing per diem rates 
by utilizing management minutes by patient by month for all months of the 
base year. To be eligible to make such an election, any such nursing home 
transferred in 1992 shall further demonstrate (i) a 1992 publicoccupancy 
rate including Medicaid, Medicare and Commission for the Blind patients, in 
excess for ninety percent (ii) a 1992 occupancy rate in excess of ninety
seven percent (iii) a location within the catchment area of a municipal acute 
care hospital; and (iv) financing with a section504 loan, so-called, from the 
United States Small Business Administration. 

Any nursingfacilitythatmeetseitherthestandardssetforthin(a)(b) 

below shall have its total acquisition costs allowed as the allowable basis of 

fixed assets, notwithstanding any limits on the same that appear elsewhere 

in this State Plan, when the Division of Medical Assistance calculates the 

facility's reimbursement rates. 


(a) 1. 	 theownerpurchasedthenursinghomeonorafterJanuary 1, 
1987; 

a2. the has determination fromowner received letter the 
Internal Revenue Service that it is an organization described 
in section501(c)(3) of the Internal Revenue Code of1986; 

3.theowner(i)ownsanonprofithospital(the"Hospital")located 
within the Commonwealth of Massachusetts which is licensed 
by DepartmentPublic (ii)the of Healthanonprofit 
organization withnonprofit whichaffiliated a hospital is 
organized and operated for the benefit of, to perform one or 
more functions of, or to carry out one or more of the purposes 
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of the nonprofit hospital it is affiliated with, including operation 
of freestanding nursing homes licensed by the Department of 
Public Health: 

4. 	 the owner's patient population is, on average, not less than 
eighty-five percent (85%) Medicaid recipients; -

5. 	 theHospitalhas,onaverage,notlessthaneightypercent 
(80%) occupancy of medical or surgical beds; 

6. 	 when the owner purchased the nursing facility (i) the change 
of ownership did not occur between a person or organization 
which is associated or affiliated with or has control of or is 
controlledbytheownerorisrelatedtotheowner or any 
director,, trustee, partner, shareholder or administrator of the 
ownerbycommonownership or controlorinamanner 
specifiedinsection267(b)and(c)oftheInternalRevenue 
Codeof1986;(ii)thechangeofownershipwasmadefor 
reasonable consideration; (iii) the change in ownership was a 
bona fide transfer of all powers and indicia of ownership and 
(iv) the change of ownership manifested an intent to sell the 
assetsofthefacilityratherthanimplement amethodof 
financing, or refinancing: 

theowneracquiredthenursingfacilityfromanacutecare 

hospital to operate the facility pursuant to relief granted to the 

acutecarehospitalbytheacutecarehospitalconversion 

board pursuant to M.G.L. c.6A19101; 


2. the care conversion approvedacute hospital board the 
owner's acquisition costs of the facility; and, 

3. 	 onaverage,nolessthaneight-fivepercent (85%) ofthe 
nursing facility's patient population are Medicaid recipients. 
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APPENDIX 2 

CASEMIX MANAGEMENT MINUTES CATEGORIES -
MANAGEMENTMINUTESCATEGORIESRANGE OF MINUTES 

H 0 - 65 

J 65.1 - 85.0 

K 85.1 - 110.0 

L 110.1 - 140.0 

M 140.1 - 170.0 

N 170.1 - 200.0 

P 200.1 - 225.0 

R 225.1 - 245.0 

S 245.1 - 270.0 

T 270.1 + 
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